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DFI Stops Investor Fraud

Restitution ordered for investors misled by adviser, firm

FRANKFORT, Ky. (Nov. 28, 2017) — The Department of Financial Institutions (DFI) announced
today that it has entered a Final Order to stop fraudulent activity by an investment adviser
representative and his firm. The respondents have been ordered to pay more than $830,000 in
restitution and $575,000 in fines.

DFI stated that Louisville investment adviser representative Derek Burcham and his firm,
Cornerstone Benefit Advisors LLC, operating under the name Cornerstone Wealth Advisors,
took fees from investors that had not been earned.

In some instances, the fees greatly exceeded what was contractually allowed. While investor
contracts stated that fees were to be no more than 1 percent of assets under management,
investors paid much more — in one case more than 32 percent. Burcham manipulated and
fabricated some statements so that investors did not realize what they were being charged.

“These investors were misled by their adviser and weren'’t receiving accurate statements,” said
DFI Commissioner Charles Vice. “DFI’s Division of Securities works diligently to stop fraud
against investors, and | recommend that consumers contact the division if fraud is suspected. It
is also important for investors to regularly review statements and verify them for accuracy.”

The Final Order, entered by DFI, revokes the registrations of both Burcham and Cornerstone
and also orders both to cease and desist from engaging in the securities business in Kentucky.

A separate Final Order, entered in Franklin Circuit Court, enjoined both Burcham and
Cornerstone from: acting as an investment adviser or investment adviser representative,
violating the Securities Act of Kentucky, and dissipating any investor money or assets acquired
with investor money. The circuit court ordered restitution and disgorgement in equal amounts,
noting that the investor money, in the form of unearned fees, flowed through Burcham’s
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business bank accounts and represents ill-gotten gains. Burcham used the unearned fees for
personal expenses.
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DFI, http://kfi.ky.gov, is an agency in the Public Protection Cabinet. For more than 100 years, it has
supervised the financial services industry by examining, chartering, licensing, and registering various
financial institutions, securities firms, and professionals operating in Kentucky. DFI’s mission is to serve
Kentucky residents and protect their financial interests by maintaining a stable financial industry,
continuing effective and efficient regulatory oversight, promoting consumer confidence, and encouraging
economic opportunities.


http://kfi.ky.gov/

